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CENTRAL INTELLIGENCE AGENCY
Directorate of Intelligence

INTELLIGENCE MEMORANDUM

Communist Exports of Petroleum
to the Free World in 1966

Summary

In 1966 the USSR and the Eastern European Com-
munist countries* exported to the Free World nearly
46 million tons*% of petroleum, valued at about $570
million. This is an increase of 10 percent over 1965
and is the highest level of sales since the Communist
countries became net exporters of petroleumn in 1§55,
The entire increase in sales resulted from exports to
the developed countries; exports to less developed
countries actually declined in comparison with 1965.
Petroleum from Communist countries, however,
continued to satisfy only about 5 percent of the grow-
ing demand in non- Communist countries, excluding
the United States. Communist exports cf petroleum
to the Free World in 1967 may increase by 2 percent
to about 50 million tons, represzenting more than $600
million in foreign exchange.
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Origin and Composition

1.
to the Free World in 19

munist sales of petroleum to this area.

The USSR exportéd 39 million tons of petroleum

66, about 85 percent of total Com-
The Eastern

European Communist countries supplied the remainder,

almost 7 million tons of petroleum products.

The USSR

furnished all of the crude oil -- about 24 million tons --

and 15 million tons of p

etroleum products. The share

of crude oil in total Communist sales of petroleum to
the Free World, which was 52 percent in 1966, has risen

during the past decade.

This rising trend in the share of

crude oil in total exports probably will persist for at least

two or three more year

s, as additions to Soviet refining

capacity will continue to lag behind the annual increases

in output of crude oil.

The growth in exports of petroleum

from Communist countries to the Free World since 1955

is shown in the chart.
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2. Exports of petroleum products from the Eastern
European Communist countries in 1966 increased only
about 5 percent over 1965, in contrast to an average annual
increase of approximately 12 percent during the previous
three years. Rising demands for petroleum ptroducts in
Eastern Europe and a leveling off in the expansion of re-
finery capacity probably contributed to the decline in the
rate of growth of exports. The composition of Cemmunist
exports of petroleum to the Free World during 1965 and
1966 is summarized as follows:

Million Tons

1965 1966

Eastern Eastern
USSR Europe Total USSR Europe Total

Crude o0il 21.0 0 21.0 23.9 = 23.9

Petroleum s
products 1k.5 €.k a/ 20.9 15.3 5.7 a/  22.0
2

Total 35

[@x

6.k bi.9  39.2

.7 45,9

a. About half of the total was supplied by Rumania,
the only Eastern European Communiszt country with an
exportable surplus from indigencus suppliesz.
Eastern Furopean countries derive most of Ilei
capability to export petroicum products from »
imperted Soviet crude oil.
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exports cf petroleum to the Free World. Expcrts of
petroleum products from Eastern Euvrore to both the
developed and the less developed countries were only
slightly higher than in 1965, as shown in the following
tabulation:

Million Tons

1965 1965
From From From From
Importing the Eastern the Eastern
Aree USSR Europe Total USSR EFurope Total
'ADéveloped
countries 26.1 5.5 31.6  30.6 5.9 36.3
Less devel-
oped coun-
tries 9.4 0.9 iC.3 8.¢ 1.0 G.C

Total 35.5 6.4 41.9 39.2 6.7 45.9

4. During 1966, 42 Free Worid ccuniries received
petroleum from Communist countries. Somalia, Sudan,
Indonesia, and Chile received token amounts for the first
time. An estimated 74 percent cf tctal exporie of nerrc-
leum from Communist countries ¢ the Fre
to Western Europe, but this guan

about 8§ perceant cf Western
the same proportion as in I
developed countries -- Iialy
took 43 percent of all the ci
bur this imported oil represenied
combin
countri
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5. Brazil, Greece, India, the United Arab Republic
(UAR), and Ceylon received about 68 percent of total
Communist shipments of petroieum to the less developed
areas in 1966. Sales to Argentina and Brazil declined by
about 1.1 million tons from the 1965 level, as these
countries attempted to limit foreign exchange deficiis by
importing only as much oil as they could finance by ex-
ports of domestic goods.

6. The price charged by the USSR for petrolieum ex-
ported to developed countries varies considerably but, in
general, is comparable to world market prices. Higher
prices are charged, however, for petroleum products ex-
ported to the less developed countries because the products
that the USSR imports in exchange for cil are naf in great
demand in the Soviet economy. On the basis of prices
charged for crude oil and products exported frcm the USSR
to Free World countries in 1965 {1966 data azre unavazilable},
the value of such exports in 1966 is estimated at about $480
million. The total value of Soviet expoeris has notjincreased
as rapidly as the velume of exports during the past few years
because prices have declined graduaily and because the
share of crude oil in total exports has risen. Neverthel
exports of petroleum have been a major scurce of foreign
exchange earnings for the USSK for a number of yaars and
have helped pay for modern equipment ansd t¢chneicgy for

- e
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industrial development.
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ports have increased fourfold since 1961, the year in
which they began. The remaining 5 million tons was
shipped from Far Eastern ports and by rail and barge,
as shown below:

Million Tons

Eastern
Soviet Soviet European Percent
Export Crude Petroleum Petroleum of
Movement 011 Products Products Total Total
Black Sea
ports 16.8 10.6 3.2 30.6 . 66.7
Baltic Sea .
ports 5.3 4.3 0.6 1.2 22.2
Far Eastern
ports 0.7 0.1 0 0.8 1.7
Rail and
barge 1.1 0.3 2.9 4.3 9.4
LR
Total 23.9 15.3 6.7 45.9 100.0

Prospects for 1967

8. Soviet plans for 1967 call for an increase of
21 million tons in the production of crude oil. Production
plans have been overfulfilled for the past several years.
and it is likely that the increase in 1967 will match the
record 22 million tons achieved in 1966. Much of the
additional amount will be used to meet rising domestic
demands, but the USSR will probably have ap exporrabls
surplus of about 80 million tens of petroieum. It is
estimated that aboui 37 miilion tons of this

surplus will
and the

be expcrted fto other Communist couniries,

remainder will be availablis {or expor: to the Free
The Eastern Eurcpesn Communizt countrizs wiil probablv

vy teane produens mlo

have at least 7 million ton: of

able 2xport te the Fras Worid, making a rouai o
50 milliontons from $he USSR and Eastern Europe.  7ls
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9. Before the Near East crisis, there were in-
dications that the USSR might have to conduct a vigorous
sales effort in the Free World to export all the oil that
it had available. Some of the less developed countries,
especially in Latin America, may reduce imports of
Soviet oil because of the difficulty of increasing their
exports to the USSR. Any increase in imports of Soviet
oil into Brazil probably will depend on Soviet willingness
to take substantial quantities of Brazilian goods in exchange.
There were signs that sales to the developed countries
would also become more difficult. Japan planned to im-
port less Soviet o0il in 1967 than in 1966, and one or two
Western European countries indicated an intention to
slow down the rate of increase in purchases of Soviet oil.
Shortages caused by the Near East crisis could change
this picture, however.




